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UNI TED STATES BANKRUPTCY COURT
NORTHERN DI STRI CT OF CALI FORNI A

In re Case Nos. 01-55472-JRG and
01-55473-JRG
CONDOR SYSTEMS, INC., a

California corporation; and CEl Chapter 11
SYSTEMS, INC., a Del aware _ o
cor porati on, Jointly Adm nistered for

Adm ni strative Purposes Only
Debt or s.

ORDER ON CROSSROADS, LLC S
FI NAL FEE APPLI CATI ON

. 1 NTRODUCTI ON

By notice filed February 19, 2004, Crossroads, LLC sought fi nal
approval of $315,116.25 in fees and $21, 492. 46 i n expenses for t he peri od
of July 31, 2002 t hrough Decenber 12, 2003. The fees and expenses are
related to Crossroads’ retention as the debtors’ responsi bl e i ndi vi dual
and acting Chief Executive O ficer.

The court ordered an audit of Crossroads’ fees on March 24, 2004.
The audit report was submtted to the court on August 2, 2004. The court
gave the parties an opportunity torespondtothe audit. Havingreceived

responses fromCrossroads and the United States Trustee (UST), the court
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is preparedto grant in part and deny i n part the fees and expenses as
herein stated.
I'l. FEES

The court’s August 29, 2002 Order aut hori zi ng t he enpl oynent and
retenti on of Crossroads stated that “Crossroads shall be conpensatedin
accordance wi th Secti ons 330 and 331 of the Bankruptcy Code, the Federal
Rul es of Bankruptcy Procedure, the Local Rul es of the Bankruptcy Court,
the U S. Trustee's Quidelines, and any Orders of this Court.” Section 330
of t he Bankrupt cy Code provi des that the court may award t o a prof essi onal
enpl oyed under 88 327 or 1103 reasonabl e conpensation for actual,
necessary services rendered and rei mbursenent of actual, necessary
expenses. I n determning the anount of reasonabl e conpensati on, the court
consi ders the nature, the extent, and the val ue of the of such servi ces,
taking into account all relevant factors. 11 U S.C. §330(a)(3). Wth
this in mnd, the court reviewed the audit report.

A. Pre-retention services are not conpensabl e.

Crossroads’ date of retention began on July 31, 2002. However, the
audit report reveal s that Crossroads seeks fees and expenses t hat were
i ncurred on July 30, 2002, prior to the date of its retention. [ See
Exhibits Aand J.]! Inits response Crossroads acknow edges thi s and
agrees to areductioninfees of $377. 00 and expenses $216. 97 for pre-
retention services.

B. Vague tine entries require a reduction in conpensati on.

The audit report also highlights entries that are vague in

description. [ See Exhibit B.] O ossroads responds that these entries only

LAl references to exhibits are to the exhibits that appear in the “Review and Anal ysis
of Final Fee Application Subnmitted by Crossroads, LLC, " which was filed with the court on
August 2, 2004.
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conprise 4.15 hours of thetotal tinme entries audited and of the nine
entriesinthis category, all but oneis for time of 0.7 hours or | ess.
Crossroads states that specificidentificationwas inconsequential tothe
activity recorded.

However, tinme entries are not sinply torecordthe nunber of hours
wor ked; they al so shoul d detail the type of work done. Regardl ess of the
nmet hod of conpensati on and regardl ess of the type of professional fees at
i ssue, the court nmust eval uat e t he conpl exity and necessity of work done
on behal f of the estate in order to determ ne appropri ate conpensati on.

In re Poseidon Pools of Anmerica, Inc., 180 B.R 718, 729-31 (Bankr.

E.D.N. Y. 1995).

Of particular concern to the court are entries with vague
characterizations of the services performed with no detail concerningthe
general subject matter of correspondence between partiestothe case. In
review ng the entries on Exhibit B, the court denies the follow ng entries
due to a | ack of adequate description of services: 8/5/02; 8/ 14/02;
8/ 22/ 02; and 8/ 27/ 02 (1t entry). For these entries the court is unable
t o det erm ne whet her the task i s necessary and whet her t he conpensati on
sought is reasonable. This results in a fee reduction of $881.50.

C. The court does not take issue with entries categorized as

“clunped entries.”

The audit report al so underlines a nunber of clunped entries onthe
time records. [Exhibit C.] Crossroads responds that it does not believe
the entries on Exhibit Care clunped. I nstead each entry reflects rel ated
activities to a specific task. Having reviewed the entries in this
category, the court finds it nore appropriateto deal with particul ar

entries as they are associ ated with ot her aspects of the audit report and
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does not take issue with this group of entries.

D. Intra-office conferences and e-mail s are reasonablein the

context of this case.

Fee entriesrelatedtointra-office conferences andintra-office e-
mai | s have been categori zed. [ See Exhibits Dand H.] These conprise only
$2,293.00 of thetotal fees requested. Gventhelinted nature of such
conferencing and the fact that in a conpl ex case no si ngl e prof essi onal
is goingto possess all of the skills to acconplishthe necessary tasks,
the court does not take issue with these fees.

E. Clerical/adm nistrative tasks are not conpensabl e by the

est at e.

Entries that appear to be for clerical and adm nistrative type
activities are highlightedinthe audit report. [ See Exhibit E.] The
total amount attributedtotheseentriesis $7,863.88. The UST responds
that it had suggest ed t hat Crossroads agree to a $1, 500. 00 reducti on for
billings duetoadmnistrative/clerical tasks andits recollectionisthat
Crossroads had so agreed. Crossroads responds that M| es Stover from
Crossroads was t he sol e responsi bl e i ndi vi dual and acti ng Chi ef Executive
O ficer of the debtors. M. Stover was a “one-man show’ who was on
occasi on required to performsone adm ni strative type services. According
to Crossroads, these services were unavoi dabl e gi ven the rol e and functi on
M. Stover perfornmed for the debtors.

However, as discussed in Guideline 18:

18. Adm nistrative Tasks — Ti ne spent i n addr essing, stanpi ng and

stuffing envel opes, filing, photocopying or “supervising” any

of the foregoingis not conpensabl e, whet her perfornmed by a
pr of essi onal , paraprofessional or secretary.

As the court di scussed fromthe outset, Crossroads’ enpl oynent and

retentionwas to beinaccordance with 8 330 of t he Bankrupt cy Code and
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the | ocal guidelines of the court. Clerical services are overhead

expenses and are not conpensabl e under 8 330(a). Sousav. Mqguel (Inre

United States Trustee), 32 F. 3d 1370, 1374 (9" Cir. 1994). Servi ces such

as filing, assenmbling or conpiling docunents, organizing files,
cal endari ng dat es, maki ng copi es, faxing or transmtting, noving records,
toname afew, areinherentlyclerical. Havingreviewedthe entries on
Exhibit E, the court finds theseentriestobeclerical innature and are
t hus di sal | owed. The court points out that several entries on Exhibit E
al so appear on Exhibit C(C unped Entries). Inattenptingto account for
t he cl unped entry, the auditor estinmated the anount of time specifically
associatedwiththe clerical portionof the entry and adj usted the fee
accordingly. [ See, e.g., Exhibit E: page 2, entry of 11/8/02; page 3,
entries of 1/25/03, 3/13/03, 3/21/03.] Havingreviewedthe esti mates, the
court finds themto be reasonable. Thus, the court disallows $7, 863. 88

in fees related to adm nistrative/clerical tasks.

F. Conpensation related to fee applications and paynent of
prgf essional s i s conpensabl e under 8 330 of t he Bankruptcy
Code.

Anot her cat egory of fees Crossroads seeks relatestoits retention
and fee applications. [ See Exhibit 1-1.] These fees anount to 4%of t he
total fees sought in this case. Section 330 of the Bankruptcy Code
cont enpl at es conpensati on for the preparation of afee application. 11
U S.C §330(a)(6); Inre Smith, 317 F.3d 918, 927 (9" Cir. 2002). Aswith
al | conpensation requested the court nust determ ne an anount that is

reasonabl e. Sone courts have utilized a benchmark such as 5% Inre

Bass, 227 B.R 103, 109 (Bankr. E.D. Mch. 1998); Inre Spanjer Bros.,
Inc., 203 B.R 85, 93 (Bankr. N.D. IIl. 1996). Such benchmarks are

hel pful but the circunstances of each case should control. Having
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consi dered the entries on Exhibit I-1, the court takes noissue wth these
f ees.

The entries on Exhibit -2 arerelated to other professionals’
retention and conpensation. Inreview ngthese entries, thecourt is
satisfied that theyrelatetothe actual and necessary task of payi ng
ot her professionals inthese bankruptcy cases and takes noissuewth
these fees. For that reason the court finds these entries to be
reasonabl e.

[11. EXPENSE | TEMS THAT ARE DI SALLOWED

As for expenses, several issues have arisenas aresult of the audit.

A. Pre-retention Expenses

As di scussed above, there are several expenses that relateto pre-
retentionactivity. [See Exhibit J.] Crossroads agrees with the denial of
t hese expenses in the amount of $216. 97.

B. Phot ocopy Charges

The audi t poi nts out that phot ocopy charges are not di scl osed on an
aggr egat e and per - page basi s as required by Gui deline 27 for i nternal
phot ocopi es. [ See Fi ndi ngs, page 13.] I n addition, while CGuideline 28
al l ows for rei mbursenment of outside copying at actual costs, the fee
application is not clear about whet her the photocopy charges are for
I nternal or outside copying. Cossroads offer no explanation about the
nat ur e of the phot ocopy charges inits menorandumregardi ngthe fee audit.
Thus, rei nmbursenent of these expenses in the amount of $74.07 i s deni ed.

C. Overhead

Rei mbur senent i s sought for expenses that the court considers part

of t he over head cost of doi ng busi ness. [ See Exhi bits Mand N.] The court
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deni es these expenses in the anount of $255.97.

D. Travel

Areviewof travel rel ated expenses denonstrates a nunber of trips
bet ween Seattl e, Washi ngt on and San Jose, California. [ See Exhibit L.]
It appears that M. Stover resides inthe State of Washi ngton. The court
does not take i ssue with these fees, except for thetrip fromAnchorage,
Al aska to San Jose, California. No reason is given to explain the
relationship of thistripto the estate. Thus, the court will deny
rei mbursement for the expense of $571.43 for airfare referencing
Anchorage. [See Exhibit L: page 6, entry of 11/28/03.]
| V. CONCLUSI ON

The court approves on a final basis fees in the amunt of
$305, 993. 87, havi ng deni ed $9, 122. 38 of the fees requested. Expenses in
t he amount of $20, 374. 02 are approved on a final basis, the court denies
$1, 118. 44 of t he expenses requested. The total fees and expenses approved

by the court on a final basis are $326, 367. 89.

DATED

JAMES R. GRUBE
UNI TED STATES BANKRUPTCY JUDGE
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Case Nos. 01-55472-JRG and 01-55473-JRG

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA
CERTIFICATE OF MAILING

I, the undersigned, a regularly appointed and qudified Judicia Assgtant inthe office of the Bankruptcy
Judges of the United States Bankruptcy Court for the Northern Didrict of Cdifornia, San Jose, Cdifornia
hereby certify:

That I, in the performance of my duties as such Judicid Assgtant, served a copy of the Court's
ORDER ON CROSSROADS, LLC'SFINAL FEE APPLICATION by deposting it inthe United States
Mail, Firgt Class, postage prepaid, at San Jose, Cdifornia on the date shown below, in a sedled envelope
addressed as listed below.

| declare under pendty of perjury under the laws of the United States of Americathat the foregoing
istrue and correct.

Executed on a San Jose, Cdlifornia
LISA OLSEN
Nanette Dumeas, Esg. Eric A. Sagerman, Esg.
Office of the U.S. Trustee WINSTON & STRAWN
280 S. First St., Rm. 268 333 South Grand Ave., 38" Floor
San Jose, CA 95113 Los Angeles, CA 90071-1543
CIBC WORLD MARKETS CORP. Kevin P. Conndly, Esq.
Attn: Heather Barlow CROSSROADS, LLC
425 Lexington Avenue Attn: Todd E. Doyle
New York, NY 10017 9 Executive Circle, Suite 190
Irving, CA 92614
MilesR. Stover
Estate Representative Seyfarth Shaw
3415“A” Street N.W. 815 Connecticut Ave., N.W.
Gig Harbor, WA 98335 Suite 500
Washington, DC 20006-4004
PRICEWATERHOUSECOOPERSLLP

Attn: Michelle S. Novotny Lawrence T. Kane, Esg.
10 Almaden Blvd., Suite 1600 ORRICK, HERRINGTON, €t a.
San Jose, CA 95113-2007 Old Federd Reserve Bldg.
400 Sansome Street
Philip A. Gasteler, ESQ. San Francisco, CA 94111-3143
ROBINSON, DIAMANT & WOLKOWITZ
1888 Century Park East, Suite 1500 Sara Chenetz, Esg.
Los Angeles, CA 90067 PIPER RUDNICK LLP

1999 Avenue of The stars, 4" Floor
Los Angeles, CA 90067-6022




